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January 15, 2008
VIA HAND DELIVERY

The Honorable Charles L. A. Terreni

Chief Clerk & Administrator

Public Service Commission of South Carolina
101 Executive Center Drive

Columbia, South Carolina 29210

Re:  Letter Requesting Accounting Order Related to Municipal Fee Payments
Dear Mr. Terreni:

On December 20, 2007, South Carolina Electric and Gas Company (“SCE&G” or the
“Company”) filed a request with the South Carolina Public Service Commission (the
“Commission™) for an accounting order regarding municipal fee payments made by the
Company and the current positive balances in its pre-paid accounts related to them. In that letter,
SCE&G sought an accounting order that would:

1. Allow SCE&G, beginning with its calendar year 2007 financial statements, to record
current-year payments of municipal fees as a prepaid expense on its balance sheet and
record current-year collections as other electric or gas revenue, as appropriate, net of
the amortization of the prior year prepayment; and

2. Allow SCE&G to credit the outstanding balance related to these fees as of December
31, 2006 to the cost of gas calculation or the electric fuel factor calculation as
appropriate.

SCE&G is writing to clarify that the letter of December 20, 2007, seeks an accounting
order only from the Commission. This accounting order would allow the Company to apply the
proposed accounting treatment to its calendar year 2007 books and would avoid the
accumulation of funds in these prepaid accounts going forward. However, as is generally the
case with accounting orders, the accounting treatment would be subject to full review and
reconsideration in future fuel clause proceedings, cost of gas proceedings or other rate-related
proceedings.
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Specifically, as to its electric operations, the Company intends to include the fuel cost
credit discussed above in the electric fuel factor calculations to be presented to the Commission
in Docket No. 2008-2-E. The Commission will hear testimony in that docket on March 27,
2008. The Company will prefile testimony on February 27, 2008, that will include a detailed
explanation of the history of the accounting treatment of municipal fees, the reasons why a
positive balance has been created in the prepaid accounts, and the rationale of the proposed
adjustment and accounting treatment going forward. At the March 27™ hearing, the parties and
the Commission will be free to raise any concerns they may have regarding the proposed
adjustments and accounting treatment. The requested accounting order would not prejudice the
rights of any parties to litigate issues in that docket, nor would it limit the ability of the
Commission to order any relief it might deem appropriate at the conclusion of the hearing.

The Company would respectfully submit that the statutes, regulations and past
Commission practice would support the Commission’s review of the proposed adjustments and
accounting treatment in this matter. However, in light of concemns raised by others about the
unique nature of this adjustment, and as a resolution and settlement of those concerns, the
Company is willing to provide additional notice to the public that this accounting issue and
adjustment will be considered in Docket 2008-2-E. SCE&G would respectfully submit that this
re-noticing would be based entirely on the unique circumstances surrounding this particular
adjustment and is proposed without conceding the necessity for doing so in any future
proceedings.

On behalf of the Company, let me thank the Commission and its Staff for its
consideration of this matter.

Respectfully Submitted,
s/ Belton T. Zeigler
Belton T. Zeigler

cc: Nanette Edwards, Esq.
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